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Housing Demand Influences

o Strong Population Growth &
demographic change

e |Inadequate Housing Supplies
* Declining Affordability
 Favorable Mortgage Rates

 Employment growth

State of CA Dept. of Housing &
Community Development



California 2000-2010:
5.8 million
New Residents Projected

Population Change
[ 0to 25,000

B 25,000 to 250,000
B 150,000 to 900,000

Source: DOF Demographics Research Unit, 2003

State of CA Dept. of Housing &
Community Development



Housing Will be Needed for Many More
Californians . ..

CALIFORNIA in 2020 =

State of CA Dept. of Housing &
Community Development

Source: D. Myers, USC, 2002



CALIFORNIA'S
Projected Growth 2000 - 2010

by Age Cohort
1800000
1600000+ (I Pre-School (0-4)
1400000+ [ School Age (5-17)
1200000+ [ College Age (18-24)
1000000+ O Early Career (24-34)
800000+ @ Mid Career (35-54)
600000+ B End Career (55-64)
400000+ B Retirement (65-84)
200000+ [J Aged (85+)

O_

Source: DOF Demographic Research
Unit, 2004

State of CA Dept. of Housing &
Community Development



Shortfalls are especially acute near coastal job centers
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(based on housing permit activity
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Source: Raising the Roof, 2000 State of CA Dept. of Housing &
Community Development



California New Housing Permits 1967 - 2005

New Housing Permits Below Need
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350,000 350,000
300,000 ] 300,000
250,000 B [ - 250,000
. BEEEEEREEREEEEREN
200,000 +—— | | I | 200,000
150,000 - I - 150,000
100,000 - 100,000
50,000 - 50,000
0 -0

MO A MUONMNMNO A MUONMNMO AMUOUIMNMNOAMLULNO

O ONMNMNMMNMMNMMNMNOOODOOKDWOWO OLOL OO O OO O O

OO O)YO)O)O)YO)YO)OOO)Y OOy OO OOy OO OO O O O

™ = = e e e e e e e e e = e e = — AN ON QNN N

SOURCES: CAR; Construction Industry State of CA Dept. of Housing &

Research Board; CSHP

Community Development



California

250,000 + . .
New Housing Permits Issued 1997 - 2005
212,960 207,348
200,000 - 195,682
167,761
160,237
B i i i
148,540 148,757
150,000 - 140,137
125,707
111,716
100,000 -
50,000 -
0
1997 1998 1999 2000 2001 2002 2003 2004 2005p
E Total —#—1997-2005 Avg Annual Unit Production

, State of CA Dept. of Housing &
SOURCES: Construction Industry Research Board, .
January 27, 2006; Graphic representation by HCD. Community Development



35,000

32,500

30,000

27,500

25,000

22,500

20,000

17,500

15,000

12,500

10,000

7,500

5,000

2,500

SOURCE: CA Dept. of Real Estate, Feb. 2006

Growing Condo Activity

California’s New Condominium Units & Units Converted 1990 - 2005

*VValues on the chart represents the total of new condominium units and units converted for the specific year.

State of CA Dept. of Housing &
Community Development

28,286
B Condo Conversions @O New Condo Units

23,158

20,896
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Housing Supply Shortages Impact
Housing Affordability

Inadequate
Increased Subsidies

Increasing Households

Rising Payment In Need
Supply Rents, Burdens
Shortages Land Prices

& Home

Prices

Modified from presentation by Professor John Landis, UC Berkeley, 2001

State of CA Dept. of Housing &
Community Development



California Housing Affordability Index
December 2004 — December 2005
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California
2005 CA Median Home Price: $523,150

] Dec. 04
B Dec. 05

Percentage of households able to afford a median-priced detached home.

Source: California Association of REALTORS® (C.A.R.), Press Release Thursday, February 9, 2006; also see Press Release Dec. 28,

2006 for 2005 CA median Home Price; Graphic representation by HCD.

State of CA Dept. of Housing &
Community Development
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Appreciating Home Prices 2000-2005

ayr %

Select Counties: Dec 2000 Dec 2005

Change”

Sacramento County $157,000| $375,000| 42%

San Francisco County | $225,000| $750,000|  70%

Fresno County $90,500| $280,750| 32%

Los Angeles $198,500| $495,000 40%

Riverside County $176,000| $412,500 43%

San Diego County $255,000| $510,000| 50%

*without adjustment for inflation

The price statistics are derived from all types of home sale — new and exiting, condos, and single-family.

Source: California Association of REALTORS® (C.A.R.), Trends in California Real Estate, Vol. 23, Num. 1, Jan. 2002 and Val. 27, Num. 1, Jan. 2006
Data representation by HCD State of CA Dept. of Housing &

Community Development




Median Sales prices, May 2006
California: $562,380

Sacramento County $ 371,360
San Francisco County $ 744,070
Central Valley $ 350,760
Los Angeles $ 567,480
Riverside County $ 394,220
San Diego County $ 601,070

California Ass’n. of Realtors, 5/06

State of CA Dept. of Housing &
Community Development



Housing Affordability Index by Region

December 2004 — December 2005
California December 2005 Median Home Price: $548,430

30%

25%

25% -

20%

15% A

10% -

5% -

0% -
California Sacramento SF Bay Area Central Valley Los Angeles Ventura Riverside/San
Bernardino

B Dec.04 m®Dec.05
Percentage of households able to afford a median-priced detached home

Source: California Association of REALTORS® (C.A.R.), Press Release Thursday, February 9, 2006; Graphic
representation by HCD. November 2005 Median Home Price represented from CAR Press Release Jan. 25, 2006

State of CA Dept. of Housing &
Community Development
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Source: US Census, Annual Statistics: 2004 Table 13. Homeownership Rates by State: 1984 to 2004; Graphic representation by HCD.

State of CA Dept. of Housing &
Community Development



Wage Gaps —
the cost of a two-bedroom unit O

e (California is second only to Massachusetts in ter

the hourly wage needed to afford a two bedroom
apartment at fair market rent (FMR).

* A worker earning minimum wage ($6.75 per hour) must
work 126 hours per week in order to afford the average
two-bedroom unit.

 The Housing Wage in California is $21.24; this is the
amount a full time (40 hours per week) worker must earn
per hour in order to afford the average two-bedroom unit,
and is more than three times (315%) the minimum wage.

State of CA Dept. of Housing &
Community Development



Wages and the Cost of Housing in Los
Angeles County: Homeownership

Typical Annual Salaries (2004)

$104,829

HOMEOWNERSHIP

MARKET $66,046 $66,302

2004
Median Priced Home!
(Single- and Multi-Family)

$336,338

Annual Income Police Officer* Firefighter Elementary School
Needed’ Teacher*

Source: 2004 NACo “Paycheck to

paycheck: Wages and the cost of .
Housing in the counties, 2004 State of CA Dept. of Housing &

Community Development



Wages vs, the Cost of Housing in Los
Angeles County: Rental Housing

Typical Hourly Wage (2004)

RENTAL MARKET

2004
Fair Market Rent?

1 BR $807/Month
2 BR $1,021/Month

Hourly Wage Needed to Afford? Retail Janitor® Construction
5
1 BR > BR Salesperson Laborer®

Source: 2004 NACo “Paycheck to State of CA Dept. of Housing &

paycheck: Wages and the cost of i
Housing in the counties, 2004 Communlty Development



Sales and Median Home Price
California, 1990-2005f

ANNUAL MEDIAN SALES PRICE

SALES ACTIVITIES
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Housing Affordability Index: US vs. CA
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Shares of CA Households by Household Income

Levels with Housing Costs > 50% & >30%
Extremely Very Low- Low-Income Total
— Tueeme HHs Households
Income HHs HHs
>50% >30% | >50% >3(0)/0 >50% >30% | >50% >30%
Rental 19.5% | 40.3%
22.00% 11.7% | 30.1%
lelfs" 13.70% 15.0% | 34.5%

Percentage of Households

0-30%

30-50%

50-80%

80-100%

State of CA Dept. of Housing &
Community Development

E.g., 63.7% of Extremely Low Inc. Renter Households pay > 50% of inc. for housing

Source: HUD, State of the Cities Data Systems: Comprehensive Housing Affordability Strategy (CHAS) Data, Census 2000.




Continuum of Housing
Assistance Long-term

Homeownership

30-Year Fixed Rate
Conventional Loan Program
. . *HOME
First-Time | .cal Home
Homebuyer | .Affordable Housing Partnership
Program
Rental eLow Income Housing Tax Credits

*Multifamily Housing Program

Housing

Assisted Housing Choice Vouchers (Sec.8)
Housing RDA-assisted housing

Public Hope VI
Housing

McKinney Programs
Supportive | Section 202

Housing Multifamily Housing Program Supportive Hsg
Homeless

Shelters/ Federal Emergency Shelter Grants (FESG)
Transitional | Emergency Housing Assistance Program (EHAP)

State of CA Dept. of Housing &
Community Development



There are Many Players Involved
In Housing Assistance

Most significantly, the federal
government

Although with
diminishing resources



FUNDING AND SPENDING TRENDS FOR
LOW INCOME HOUSING PROGRAMS

GRAPH 12. BUDGET AUTHORITY FOR LOW INCOME HOUSING PROGRAMS, INCLUDING
RENEWALS, 1976-2005

$100,000 H All Other i
O Rural

O Indian/Hawaian Native

$90,000

B Homeless

$80,000 - a
O Disabled

$70,000 1§ H Elderly -
' OHome

$60,000 13

O Project Based

O Public Housingouchers
$50,000

B Annual Contributions

$40,000

$30,000

Millions of Constant 2004 Dollars

$20,000

$10,000

76 77 78 798081 8283 84 858687 88899091 929394 9596979899 0001 02030405
Fiscal Year

State of CA Dept. of Housing &
Community Development



HOUSING ASSISTANCE AND HOUSING-

THE FEDERAL BUDGET

RELATED TAX EXPENDITURES

HOUSING ASSISTANCE AND HOUSING-RELATED TAX EXPENDITURES
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HOW MUCH DOES CA'S STATE GOVERNMENT SPEND ON HOUSING?

Housing Spending as a Share of Total Spending

Figure 1: Housing Makes Up a Small Fraction of State Spending
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State Housing Assistance
IS Available on Competitive Basis

4 Business, A :
) Treasurer’s
Transportation & Office
Housmg Agency (State + Federal sources governed by IRS)
(BTH) . I .
(State + Federal Sources thru:)
- I / CA Debt Tax Credit
1 Allocation Allocation
CA Housing Housing & Community Committee Committee
Finance Agency Development (CDLAC) (TCAC)
(Cal HFA) (HCD)

(Federal sources from HUD)

State of CA Dept. of Housing &
Community Development



Housing Assistance

irect Federal Sources of
Housing Assistance

USDA'’s Rural

HUb Development

Eligible entities vary by
program:

e Cities and counties
 nonprofit developers
« for-profit developers

State of CA Dept. of Housing &
Community Development



Local Housing Agencies

e Housing Authorities:

Housing Choice Voucher Program & Public Housing

 Redevelopment Agencies:
Low & Moderate Income Housing Funds

e Housing & Community Development
Departments (federal block grant funds , local trust funds)



Strong State Role in Land Use
re: Housing in California

The California Legislature & courts
have repeatedly indicated In
statute & case law that housing Is
an Issue of statewide concern

State of CA Dept. of Housing &
Community Development



Major Housing Principles of State Law

> All 535 local governments are responsible for planning
to accommodate both resident population and growth In
new households that are expected to reside within the

area — through periodic updates of general plan housing
elements

» Housing elements must include adequate provision for
housing needs for households of all incomes, a.k.a. “fair
share planning,” including low and moderate income
households: regional housing need allocations

State of CA Dept. of Housing &
Community Development



Regional Housing Needs Allocations are
subject to these statutory objectives:

1. Increasing housing supply & mix of housing types,
tenure & affordability

2. Promoting infill development & socioeconomic
equity, protection of environmental & agricultural
resources, & encouraging efficient development
patterns

3. Promoting improved intraregional jobs-housing
relationship

4. Balancing disproportionate household income
distributions

State of CA Dept. of Housing &

Source: Government Code 65584(d) Community Development



Housing Element:
Key Statutory Provisions

Review-of Previous Element and Public
Participation

Housing Needs Assessment. Existing and
Projected Housing Needs

nventory of Resources including Land and
~inancing

Potential Local Governmental Constraints

Goals; Policies-and Implementation Actions,
e.g.,.energy conservation

State of CA Dept. of Housing &
Community Development



Local Housing Planning Framework

o State/Federal requirements for Local Housing
Plans (Con Plans, C of C Plans,etc)

« Housing Element Law

e Least Cost Zoning Law

« Redevelopment Law

« Second Unit Law

o State Density Bonus Law
 Anti-NIMBY law

e Fair Housing Law

Affordable housing development is often subject to extensive land-use
based as well as financing-based criteria.

State of CA Dept. of Housing &
Community Development



Redevelopment Agencies
Low and Moderate
Income Housing Funds

Often account for largest amounts of available
funds at the local level

State of CA Dept. of Housing &
Community Development



Housing Requirements of RDA Law

1. Expend tax increment to increase &
Improve supply of low & moderate
Income housing

2. Replace low & moderate income housing
destroyed as a result of an RDA project

3. Portion of housing constructed within
RDA project areas must be affordable to
ow & moderate income households

State of CA Dept. of Housing &
Community Development




RDA Project Area
Housing Production Requirement

1. Housing developed/rehabbed by an RDA in a project
area
30% of these units must be affordable to low-mod.
HHs; 50% of these units must be affordable to very low
iIncome HHs; or 15% (50% of 30%) of the project area
units developed/rehabbed by the RDA

2. Other Project Area Production
Six % of units developed/rehabbed by entities other
than the RDA must be affordable to low & moderate
Income HHs

State of CA Dept. of Housing &
Community Development



Redevelopment Agencies
Low and Moderate Income Funds (FY 04-05)

« Ending Equity: $3 Billion

 Deposits: $1.2 Billion
($700 million is 20% set-aside of property taxes)

* Expenditures: $960 Million

e Households Assisted: 17,134
> Very-Low Inc.: 9,118 (53%)
» Low Inc.: 6,073 (36%)
> Moderate Inc. : 1,943 (11%)

State of CA Dept. of Housing &
Community Development



Proposition 46 (2002): $2.1 Billion

The largest housing bond in the nation

As of January 2006, the State had awarded over
$1.3 BILLION Dollars

to create, incentivize, or reward over 83,300 affordable rental or
owner occupied homes
and shelter spaces.

HCD programs have funded about 66,800 housing opportunities
for those most in need

State of CA Dept. of Housing &
Community Development



Major Proposition 46 Funded Programs

e CalHome
e Multifamily Housing Program

 Emergency Housing and Assistance
Program

o Exterior Accessibility Grants for
Renters

e Joe Serna, Jr. Farmworker Housing

Grant r-
e Local Housing Trust Funds .

« Governor's Homeless In|t|at|1
* Preservation T |
» Workforce Housing Reward gy ##42 " 2

State of CA Dept. of Housing
Community Development



The Strategic Growth Plan
Housing Proposal
November 2006 Ballot Initiative

Would authorize $2.85 billion dollars in general obligation bond
financing for the provision of homeownership, rental, and
permanent housing opportunities

o $1.8 billion would be designated to provide homes
and shelter for 32,000 families or individuals and
would leverage an additional $8.9 billion in other
private and local funding.

e $850 million would be designated for regional
planning, housing, and infill.

e $200 million would be designated for urban,
suburban, and rural parks.

State of CA Dept. of Housing &
Community Development



California Department of Housing
and Community Development

Housing Policy Division
www.hcd.ca.gov



